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1976 HIGHLIGHTS 


Financial 


Gross revenue 
Funds provided by operations 
Per share 
Net income (loss) before 
extraordinary items 
Per share 
Net income (loss) 
Per share 
Shares outstanding 


Operations 


Di eC COCCI CCH ICICI HOw co coy Ky On Cnt Oath ort Oe uth G OD ecm te tar Oo ob eo 


Oil’sales*—- gross barrels per Gay eee ee aaa et ee eee ees 
Natural gas sales —. MCE per dayimnacen cee nn ance ee ere 


Wells drilled (gross): 
‘LOtal ens aera 


1976 


$7,993,805 
911,623 
18 


287,839 
.06 
570,268 
ar 
5,077,839 


PAA HA AHA 


269 
165 


; 


oat PY 


1975 


$ 5,653,532 


$ 360,702 
$ 08 
$( 226,737) 
$( 05) 
$( 226,737) 
$( .05) 
5,075,839 
267 

183 

43 

9 

23 

11 


Annual General Meeting 


The Annual General Meeting of the shareholders of Trans-Canada Resources Ltd. will be held in the 
Cowichan Room of the Bayshore Inn, Vancouver, British Columbia, on Friday the 18th day of March, 1977 at 


10:30 a.m. 
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Members of the Board of Directors. From left to right: Messrs. Dakin, Bailey, Cheng, Williamson, Ormsby, Macdonald, Sullivan, Andreae. 


PRESIDENT’S LETTER 


There was a time when management could count the 
factors that might affect a company’s performance on the 
fingers of one hand. Now, after a decade of economic, 
energy and environmental crises, and unprecedented 
pressure from all levels of government, one needs both 
hands, both feet and a crystal ball. Management must 
respond to these new pressures with a sophisticated 
approach to the identification, evaluation, control and 
financing of the risks your Company faces in the late 
1970's. Within the next year, decisions will be taken that 
will affect energy-producing activities from the Arctic 
Islands to the Gulf of Mexico and which will shape 
Canada’s energy policies for decades to come. The 
Mackenzie Valley Pipeline, additional oil sands projects, 
wellhead pricing of oil and natural gas, frontier area 
regulations and export policies are all among the areas of 
decision. 


With the future of your Company tied to the energy 
industry and in particular to the drilling sector of the 
petroleum industry, these decisions are vital to our 
continued growth. It is hoped that the decisions made will 
foster the business climate necessary for the Canadian 
independent petroleum company to be able to thrive and 
prosper. 


During the past year, increased sales and profits from the 
Service Industry divisions enabled the Company to show 
net earnings for the year of $570,268 compared to a loss 
of $226,737 the previous year. Cash flow from operations 
totalled $911,623, a 153% increase over the previous 
year. We expect this trend to continue and are working to 
increase cash flows from the oil and natural gas 
properties to provide additional profits during 1977. 


We are particularly pleased with the manner in which our 
employees have fulfilled their responsibilities during the 
past year. They have made our progress to date possible 
and provide the basis for our optimism for the future. 


ON BEHALF OF THE BOARD 


EP 8 bef tccl rate 


B. A. Macdonald 
President 


January 25, 1977 
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AND SUBSIDIARY COMPANIES 


TRANS-CANADA RESOURCES LTD. 
PETROLEUM, NATURAL GAS _ 
AND GEOTHERMAL HOLDINGS 


October 31, 1976 


_ T.C.R. al 
Area Interest _ Gross _ 
ALBERTA a 
Alderson ys a.0 me CARS on a bae 
AMIsK CUE ae ee Be 4,480 
Bindloss 50) cs 1,7-27.5% 22,400 
Caroline... ss... 2s: 16.7% Seca Oeet a age OO ier 
Cynthias 2 1,5-5%(R) AGAz 
Cynthia ciseene rac Varies : 
Enchant) as 15-12.5% 
Fincastien ec es eet Boer 


Flat Lake Unit...... 0826% 
Golden Spike ...... : 
Graindale) at Meee 
PENMOE HN alam sulutaiy BOO et i aaa 
Medicine Hat...... ee Areas ae 
Medicine Hat ....... 4.25-10% 
Schulora sweats = 8% 


Wolf Creek........ : 


VIKING AREA, Central Eastern Alberta 


SASKATCHEWAN 
Avon Hill ae 
Buffalo Coulee ..... 


ae TRANS-CANADA ACREAGE — 25% interest 
st Gas Well ~- Abandoned 


Dodsiand .......... 
Eatoniay cine 
EN OSS a8) inc ars Maa ed 


DRILLING 


Your Company participated in the drilling of fourteen 
wells during the past year resulting in four oil wells, five 
gas wells, three abandoned tests and two wells drilling at 


13,190 


OTHER CANADA Pe Dee 
Coieville (NWT)... 2.5%(NP.1.) 662,428 


Ft. Norman (N.W.T.) HR) 28577 year end. 
Meiviile Sound Ee es 


(Offshore) 0.2.6... 08% 271,500, 
Monkman, B:C:)aiiaeiy 22 SiR), 14,279 
Osbotie gia. SOR) i Tee 


The most important completions were the two oil wells on 
Block 3/7 in the United Kingdom sector of the North Sea. 
These wells were earning wells drilled at no cost to the 


USA Company under the terms of a farmout agreement 
Oe aan : whereby the farmee earned 65% of the Company’s 
Washington 63.056 = 8071 interest in the Block. The Company’s interest is now 
Led oS 1.75%. The wells were each drilled on separate 

Nebraska ii) ise: eee ee 

Colorado oss... structures on the flank of the huge Ninian oil field, and 
oi a oe each flowed oil at commercial rates during production 
Pare ere pee rae testing. While substantial reserves were established, full 
Cuensene : oo economic evaluation is not yet completed. Further 

U.K. (Offshore) ..... S%(Note) 54,000 seismic work is being done, and an additional exploratory 
ee test will probably be drilled during 1977. 

109,127 5,181 
GRAND TOTAL. ...c5. 0, 63,02 


An exploratory well currently being drilled by Shell-Esso 
on Block 3/12, immediately south of Block 3/7, is of 
extreme interest as the structure being tested is indicated 
by seismic to extend into Block 3/7. A discovery here 
would greatly enhance prospects for additional oil 
accumulation under Block 3/7. 


Note — Reduced to 1.75% subseque' 
(R) —- royalty interest — net acreage 
(N.P.1.) — net profits intere 
* — Geothermal interests 


OPERATIONS 
A |.D.F. 
A OILIND 

@ OIL & GAS OPERATIONS 


ALBERTA 


NORTH SEA AREA 


Behe TRANS-CANADA ACREAGE — 1.75% interest 


O 
® 


+e 


Location Q Abandoned 
Oil Well ®@ = Abandoned Oil Well 
Gas Well * Abandoned Oil & Gas Well 


f 
( 


In the Wayne-Rosedale area of Alberta, where your 
Company interest varies from 17.5 to 25%, two oil 
completions extended the pool boundaries before a dry 
hole delineated the pool to the southwest. This 
Cretaceous oilpool now consists of seven oil producers 
with two water injection wells maintaining reservoir 
pressure. Excellent reserves have been established, 
which, while not having high rates of production, give the 
Company a steady and long term source of income. 


A new gas exploration play in the Viking area of Central 
Alberta, in which your Company participated with a 25% 

interest, resulted in four gas completions, one of which 
was subsequent to year end. The completions all flowed 
natural gas on drillstem tests from either the Viking or 

Colony Cretaceous sands at rates as high as 5 MMCF per 
day. Additional drilling in this area is contracted for in the 
current year. This area lies adjacent to existing markets, 

and we are seeking gas contracts to enable us to place 
the wells on production during 1977. 


In addition to the above, one exploratory oil well was 
placed on production in the Denver Basin area of the 
United States, two extension gas wells were completed at 
Bindloss and two incentive wildcats were abandoned. 


This drilling activity is significantly lower than in recent 
years as two gas development programs did not proceed 
as expected. These programs, at Bindloss and Jenner in 
Central Alberta, will be underway during the coming year. 


BINDLOSS AREA, South Eastern Alberta 


aay TRANS-CANADA ACREAGE — 


1.7% to 27.5% interest 


© Location 


st Gas Well 


~~ Abandoned 


MINING 


Your Company continues to devote its major exploratory 
efforts to the oil and gas sector but maintains an interest 
in other areas of energy exploration. 


The Company has increased its working interest from- 
10% to 12.8% in a group of Canadian independent oil 
companies which holds leases and lease applications on 
some 263,544 acres of geothermal rights in the Western 
United States. Geological exploration has continued on 
the various prospects during 1976 and geophysical work 
is planned for this year. Progress has been made in 
discussions with Pacific Northwest power companies and 
other interested operators to implement a stepped-up 
program and move the properties closer to the drilling 
stage. 


A barite prospect in the State of Montana proved, on 
detailed examination, to be a series of high grade pods 
with no continuous ore body and the properties have 
been surrendered. 


PRODUCTION 


Oil production for the year totalled 98,480 barrels for an 
average of 269 barrels of oil per day, approximately the 
same as last year. While initial gas sales were made from 
the Bindloss area and from varying interests which were 
purchased in the Medicine Hat area, total sales remained 
at a low level and totalled 60,233 MCF for the year. 


Completion of the delayed development programs at 
Bindloss and Jenner will bring the Company’s gas 
revenues to amore significant amount by the fall of 1977. 


Subsequent to year-end, a cash offer was received for 
the Company’s oil production in the Dodsland and Buffalo 
Coulee areas of Western Saskatchewan. Economic 
considerations of the properties combined with the 
political attitudes of the Saskatchewan government led 
management to accept the offer. 


RESERVES 

Total proven and probable gross oil reserves of the 
Company have been estimated to total 1,884,000 barrels 
as at October 31, 1976. This is a reduction of 1,648,000 
barrels from the previous year and is primarily due to the 
elimination of certain probable reserves in fields located 
in Saskatchewan which economic forecasts now indicate 
cannot be produced to yield a satisfactory return. 


Total gross proven and probable gas reserves are 
estimated at 9,300 MMCF, a decrease of 3,000 MMCF 
over the previous year. 


SERVICE INDUSTRIES DIVISIONS 


INTERNATIONAL DRILLING FLUIDS (North America) 


This wholly owned division supplies drilling muds, 
chemicals and specialty products to the oil and gas 
industry together with the trained specialists to service 
the drilling rigs using these materials. Operations are 
conducted throughout Canada and the United States. 


TRANS-CANADA ACREAGE — 
1.25% to 21.7% interest 


3 Gas Well 


~- Abandoned 


The improvement in the economic and political climate for 
the oil and gas industry in Western Canada resulted in a 
substantial increase in drilling activity, both in footage and 
in the number of test wells drilled. |.D.F.’s Canadian 
operations participated fully in this increased market, and 
achieved record sales and earnings. Sales increased by 
45% over the previous year with a corresponding 
increase in the earnings contribution. 


Sales for the first full year of operations in the United 
States, however, did not meet expectations partly due to 
lower than anticipated levels of drilling, and this area 
reported a financial loss for the year. Competition is 
extremely keen in the United States and the increase in 
sales necessary to ensure profitable operations for the 
coming year will require the full utilization of the 
company’s expertise. 


Prospects are excellent, particularly in Canada, for a 
continued high level of drilling activity in the coming year. 
We therefore anticipate that this division, with the main 
problems associated with the start-up in the United 
States now behind it, will continue to make significant 
contributions to the earnings of the Company. 


INTERNATIONAL DRILLING FLUIDS (International) 


This division is an equally owned joint venture with 
English China Clays Ltd., a large U.K. Company. 
Operations are worldwide excluding North America. The 
various foreign incorporated companies in |.D.F. 
(International) increased sales by 16% over the previous 


year and also recorded an increase in foreign currency 
net earnings. Profit margins, however, are not yet 
sufficient in relation to the excellent volume of sales 
achieved. Gross margins are being improved to a more 
satisfactory level and progress is being made in reducing 
general overheads. 


Sales to offshore production platforms for development 
drilling will be an increasing market for this division in the 
future, and we expect to continue to secure a significant 
amount of this work. One of our major sales areas is the 
North Sea. Continued exploratory successes and the 
awarding of a new group of U.K. Licences expected this 
year will continue to keep this an active area. In addition, 
new bases have been established in the Middle East at 
Egypt and Doha and the Far East in Brunei. 


These factors, together with a reduced expansion 
program for the current year and a consolidation of the 
past expansion programs, should produce improved 
earnings. 


CON-SERVE 


This wholly owned division operates primarily in Western 
Canada and provides an oilfield environmental protection 
service oriented to the drilling industry. 


in this, its first full year of operations, the division obtained 
a satisfactory sales volume. Initial start-up problems and 
adverse weather conditions shortened the field operating 
season and prevented alarger volume of work from being 
completed. 


Our original market surveys were confirmed as the 
division found a substantial volume of work available and 
prospects for the future are excellent. With an expansion 
of services into a complete lease and seismic line 
clean-up, we expecta significant contribution to earnings 
for the current year. 


TECHNICAL SERVICES 


The Technical Services group, within the Service 
Industry Division, is responsible for all direct research 
and development work, all technical support services 
and technical training of employees. 


This division continues to be supported by government 
grants in its product and technical research. This 
research has resulted in overseas markets for Canadian 
and U.S. products as our overseas sales expand. It has 
also provided the training necessary for Canadian and 
foreign nationals to staff the overseas expansion. 


During the past year the group was involved in various 
projects, with the major ones being the development of a 
computerized hydraulics program for !.D.F., investigation 


into the reverse osmosis process of water purification for 
Con-Serve and research on corrosion inhibitors for the 
Oilind companies. 


OILIND SAFETY ENGINEERING (North America) 


The wholly owned Oilind companies provide a service 
primarily to the oil and gas industry with products, 
methods, equipment and clothing to save lives and 
protect equipment. Sales of safety equipment are also 
made to other sectors of the resource industry. The 
companies operate in Canada and the United States. 


The Oilind companies’ sales in North America increased 
36% over the previous year, with the major improvement 
occurring in the United States. The increased sales result 
from the expansion into the Rocky Mountain areas of the 
United States which was made in the previous year. 


Direct costs increased as a result of expansion and 
expenditures incurred on research relating to corrosion 
inhibition in downhole drilling and thus the increase in net 
earnings was limited to 8%. 


With the expected high level of drilling activity in North 
America, particularly in the sour gas areas, we anticipate 
continued growth and increased earnings for these 
companies. 


OILIND SAFETY ENGINEERING (International) 


The North American expansion of Oilind removed the 
need for any immediate emphasis on overseas 
expansion, and our participation in a joint venture in Iran 
was sold. Oilind received a cash consideration for its 
equity interest and the repayment of all advances made 
to the venture. Overseas contacts have been maintained 
and a small sales volume accomplished. New overseas 
ventures will only be undertaken when trained 
technicians and equipment become available from the 
North American expansion programs. 


EMPLOYEES 


At year-end, Trans-Canada and its subsidiaries 
employed 104 people, 25 more than at the beginning of 
the year. Total cost of salaries, wages and benefits 
amounted to $1,513,664 for the year ended October 31, 
1976 compared to $1,107,514 for the previous year. 


The Employee benefits program was improved during the 
year with the introduction of a Savings and Stock 
Purchase Plan. Employees may contribute up to 8% of 
their earnings to the Plan and the Company’s payment to 
the Plan for the employee’s account is 50% of the 
employee’s contributions. Company contributions are 
invested in stock of the Company while employee 
contributions are invested in interest earning securities. 
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AND SUBSIDIARY COMPANIES 


“inancial 


loss of $226,737 in the previous year. This is 


. net income was $287,839, or 6 cents per share basic 
7 and 5 cents per share fully diluted. 


During fiscal 1976 the Company retroactively 
___ changed its accounting policy relating to research 
and development costs. All such costs are now 
__ charged to expense as incurred, and as the policy 
_ change was made retroactive, all prior years have 
been restated accordingly. This change had no 
__ material effect on earnings for the current or prior 
year. 


Total revenues increased by 41% to $7,993,805 from 
$5,653,532 for the previous year. The major portion 
of the increase was in Service Industry sales, up 45% 
to $7,381,344 with Oil & Gas revenues up 8% to 
$612,461. Funds provided by operations totalled 
$911,623, an increase of $550,921 or 153% overthe 
previous year. 


The significant improvement in net income was due 

_ to the increased earnings from the Service Industry 
Division. Each operating entity in this division 
reported increased sales and earnings, with the 
exception of I.D.F. U.S. and Con-Serve. Both of 
these operations incurred losses in their first full year 
of business. 


Oil and gas operations recorded an 8% increase in 
revenues and a more than proportionate increase in 
cash flow. Due to increased depreciation and 
depletion charges, the earnings contribution was 
only marginally higher than in the previous year. 


Your Company’s share of earnings of 50% owned 
companies was $90,272 compared to a loss of 
$35,235 reported for the previous year. Included in, 
and thus reducing the earnings figure is a charge of 
$58,000 representing foreign exchange losses on 


et income forthe year was $570,268 comparedtoa conversion of the earnings to Canadian dollars. 
equivalent to basic earnings per share of 11 cents _ 
and 10 cents per share ona fully diluted basis. Before 
the extraordinary item included in the current year, 


Losses incurred by Oilind (Int'l) to the date of sale of 
the company are included in the ee 


The major source of funds for the year was be cash 
flow of $911,623. New long-term debt of $465,081 


_and the repayment by a 50% owned company of an 


advance of $163,104, together with other items, 


_ brought the total of new funds provided in Ne veal 
$1,654,693. 


: Exploration and development expereince: by the Oil 


& Gas division of $130,881 are down considerably 
from the previous year’s total of $1,020,614. There 
were no property purchases during the past year and 
drilling activity was reduced. Property, plant and 
equipment expenditures increased due to the 
expansion in the Service Industry Division including 
equipment required for the commencement of 
operations of Con-Serve and oil and gas 
expenditures for production facilities at Golden 
Spike, Wayne Rosedale and Bindloss. 


The working capital increase for the year was _ 
$309,441, and the working capital total at year end 
was $316,683. 


Subsequent to year end, documentation was 
completed to amend the terms of the Series “A” 
Convertible Debentures. The Debentures are now 
guaranteed by the Company’s bankers, and 
accordingly all charges on the assets of the Company 
in favor of the Debenture holders have been 
removed. In addition, all conditions concerning 
working capital and other operating covenants are 
no longer applicable. The term of the Debentures 
was extended for one year to December 15, 1978. 
The conversion prices remained unchanged with the 
conversion price of 75¢ per share being made 
applicable to the one year extension in the term. The 
current conversion price and the conversion price to 
maturity is 75¢ per share which would result in the 
issue of 844,000 shares should all Debentures 
outstanding be converted. 


October 31 


1976 


Director. 


Director. 


$ 124,841 
1,540,184 
189,629 
1,107,644 
33,022 


2,999,320 


807,038 
449,106 


1,256,144 


2,702,369 
444,800 


2,257,569 


1,804,310 
588,741 


1975 
(restated) 


$ 155,543 
913,265 
210,706 
753,631 

BILLIE 


2,064,862 


713,271 
612,210 


1,325,481 


2,085,443 
304,582 


2,280,861 


1,140,735 
415,223 


1,215,969 
3,473,138 


92,947 
321,367 


13,688 
428,002 


725,912 
3,006,373 


73,802 
383,685 


33,941 
491 428 


$8,152,604 


$6,888, 144 


LIABILITIES 
October 31 


1975 
(restated) 


1976 


Current liabilities: a 
Bank indebtedness — secured (N : 
Accounts payable and accru 1,566,609 © 1,187,524 
Income taxes payable .... : ) yiacie 134,325 

Current portion of long-term de ae 1 (826.458 226,191 


, 2, 678, 637 oe 057, 620 


 $ 670,654  $ 509,580 


Long-term debt (Note 7): 
Bank loans — secured (Note 
9% Series “A” convertible | 
Other secured liabilities ... 


757,000 
633,000, 
137,926 
| @5528 1527926 
Less: Current portion ..... Se a 226, i. 
_ — Glee 

| 12.936 | 


Deferred income taxes (Note 9 


SHAREHOLDERS’ EQUITY 


Share capital (Note 10): 
Authorized — 

10,000,000 shares without r n ! 

par value (1975 — 7, ae 000 


Issued — [oe 
5,077,839 shares (1975 — - 5, 5,141,901 | 
Contributed surplus ............ Ce O «© 16,500 
eet tee: Ls a A108 2) (1,639,550) 


: 3,515,851 
Commitments and contingencies (Note. 


———- . 


Ex 182, 604 $6,888,144 


; 
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CONSOLIDATED STATEMENT OF OPERATIONS AND DEFICIT 


Revenue: : oo 
Sales and other operating revenue .........----+++++-++.+0-: ee OT 
Oil and gas production revenues... Pe 


Costs and expenses: . 
Cost of saleS. ee 
Administration, selling and general (Note 11) ................. ee 


5,350,484 
| 1426367 


Interest on longterm debi... a = =—6-gS el 
Otherinierest. (6.5 2 es oo = 8328700 
Deprecialion.«......0.....50............5 5. |. |. | 282,252 160.505 
Depletion 6.00... | 140218  is60eo 
Amortization... .2..........25..,.......,... 2. = 46853 #5972 
Mineral properties written off ................ 2 ee (2203/0890 . 
7,486,090 5.647406 ~~ 
507715 BOGGS 
Other income (expenses): : || 
Gain on sale of 50% owned Company ...............15...37,...... | 30f 
Share of earnings (loss) of 50% owned companies (Note 4) ........... JOi2fe (85,235) 
_ Gain (loss) on sale of capital assets.................-..5.+.-55-5- ou. 806 (119496) 
98,445 _ (154,671) . 
income (loss) before income taxes, minority a — 
interest and extraordinary lem... ..... 6... 606,160 (148,605) 
Income taxes (Note 9): oe  . 
Current (02.0.50007) 4000 41,352 65,356 
_ Deteried 0... 276,969 17,406 
oe 318,321 | 82.762. 
lrcorne (loss) before minority interest and : 2 a a 
extraordinary ilem........../5........................ =... 287,839 © (231,367) 
Minority interest in loss of a subsidiary (Note 8) ............-..-+--+----- = ae 
Income (loss) before extraordinary item.............,.....5....,........ 287,839 — (226,737) 
Extraordinary item: 
Reduction of income taxes due to utilization of 
«toss Carry forwards 66. 282,429 eS 
Income (loss) for the year. as 570,268 (226,737) 
Deficit at beginning of year, as previously reported...................+.. 1,581,083 1,330,784 
Prior period adjustment (Note 2) .....00.....0,.550,,. =) 58,467 82,029 
Deficit at beginning of year, as restated oo... 1,639,550 1,412,813 
Deficit atend Of year $1,069,282 $1,639,550 
Earnings per share (Note 12): . 
Income (loss) for the year before 
extraordinary item — 
BASIC... eis $0.06 $(0.05) 
Fully diluted 6.00) ci $0.05 oe 
Income (loss) for the year: 
BaSiC ci. ee $0.11 $(0.05) 
Fully diluted:...00 0400 $0.10 25 


sar ended October 31 


. (restated) — 
Financial resources were provided b 
_ Operations — oo . . 
Income (loss) before extra oe . § 2878389 =§ (226737) 
Add (deduct): oe — 

Depreciation, ee mort ; 

and other 

Minority interest in los 

Share of (earnings) loss o 

Deferred income taxes . 


Funds provided by operations ... 
Sale of property, plant and e 
Sale of oil and gas property . 
Long-term debt ....... 

Issue of share capital for c 
Proceeds on sale of 50% owned « 
Repayment of advances to 50% 


Financial resources were used f 
Purchase of shares of subsidi 
working capital deficie 
Less: Issue of shar 
consideration 


Investment in and beyonce io C : i i 
owned companies heen eee ty een eee hee aS oe 111,919 


—_ 


. a _2eo7 acs 
Increase (decrease) in working Capiial:. 6... oe oo (309,441 = (125.452) 
Working capital at beginning of year ..............--+. poco es 192,604 


Working capital at end of year 20 eens $ 316,683 B 7,242 


“ 
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NOTES TO CONSOLIDATED PUN SANG Pet SUE MEANS 


OCTOBER 31, 1976 


1. Accounting policies: 


The following accounting principles and practices of Trans- Canes Feesurces Ltd. and its subsidiary 


companies are set forth to facilitate the understanding of data presented i in the financial statements: . 


(a) The consolidated financial statements include the accounts of the Company and its subsidiaries all of . 
which, with the exception of Jagor Resources Ltd. (53% owned), are wholly- -owned. The excess cost of . 
subsidiaries and businesses acquired over the related net asset values at dates of puree is shown as 


(d) 


ae 


(g) 


goodwill and is being amortized over twenty year periods from date of acquisition. — a : 
The Company follows the equity method of accounting for its investment in 50% own companies. 


Under this method the cost of the Company's investment is adjusted for its share of undistributed — 
earnings or losses and capital transactions of the 50% owned companies. The Company’ Ss share c 


earnings of these entities is shown separately in the consolidated statement of operations. — 


Current assets and current liabilities of foreign operations were converted to Canadian dollars using the 


exchange rate at the date of the balance sheet. Other foreign assets and liabilities were converted atthe — | - 
rate in effect at the time the original transactions took place. Revenue and expense items. were a 
converted using average rates of exchange throughout the year. Resulting ort ee oan a a 


losses are included in the statement of operations and deficit. 


The Company follows the full cost method of accounting for oil and gas operations wheres all . co 
related to the exploration for and development of oil and gas reserves are capitalized. Costs capitalized — - 
include those related to acquisition of petroleum and natural gas rights, geological and geophysical . 
exploration, lease rentals on undeveloped properties, drilling of productive wells and applicable over- . 
head expenses. All such costs are depleted on a composite unit-of-production method based on 

estimated proven reserves of oil and gas. Proceeds on disposal of properties are ordinarily deducted _— 
from such costs without recognition of profit or loss except where such disposal inelades a mart Poe a 


of the reserves. 


Direct costs applicable to mineral properties are capitalized and are charged to income when he / 
property is abandoned or tests indicate that reserves do not exist in sufficient gee: to obtain oe 


commercial production. 
Research and development costs are expensed as incurred (Note 2). 


Depreciation of production and related equipment is calculated by the straight- -line method mainiye a he 


rate of 5%; automotive equipment by the diminishing balance method mainly at rates from30%to50% | 
depending on useage; rental equipment by the diminishing balance method mainly at the rate of 20% 


furniture and fixtures by the declining balance method mainly at the rate of a and leasehold 
improvements by tne straight-line method over five to seven years. 


Additions, improvements and repairs and maintenance that significantly add to productive capacity o or 


extend the life of an asset are capitalized. Other expenditures for repairs and maintenance are charged he 
to income as incurred. 


Start-up costs relating to new areas of operations are amortized over a five-year period. : 


. Change in accounting policy: 


During fiscal 1976, the Company retroactively edopled the policy a charging research and devon: 


costs to expense as incurred. Prior to 1976, such costs which were applicable to projects considered tohave _ 


material future benefits were capitalized and amortized over a seven-year pened: oo to acceleration a 
upon annual reviews of the anticipated benefits. | 


This change was not material enough to change earnings per share for 1975 or 6 and the cumulative 
effect was to increase deficit at the beginning of 1976 by oe 467. 0 


3. Inventories: ; 
Inventories consist of the following: 


1976 1975 
Drilling fluids, at lower of cost or 
Nel ledizabie Value $ 793,325 $ 494,197 
Safety supplies, equipment and parts 
al lower of Cost or net realizable value ....................... 290,170 244,015 
Ol al nettredizabie valle =. 24,149 15,419 
1,107,644 753,631 


. Investment in and advances to 50% owned companies: 


The condensed combined balance sheet of those companies in which the Company has a 50% interestis as 
follows: 


September 30 


1976 1975 
(thousands of dollars) 
MGO Cola $1,150 $1,422 
Pied access ke. 894 764 
oer acces (abilities)... 6... 19 (148) 
Siaevcice(s jOdns __ (449) (612) 
Bigewieets CGuiy $1,614 $1,426 


The Company has included, in its investment in 50% owned companies, earnings which were not subject to 
local income taxes in the countries of origin. These earnings amounted to approximately $160,000 for 1976 
and approximately $330,000 cumulative to 1976. 

No Canadian income taxes have been provided on the amounts taken into income with respect to these 50% 
owned foreign operations since management does not currently intend to repatriate these funds and taxes 
would only become exigible were repatriation to take place. 


. Property, plant and equipment: 
Property, plant and equipment consist of the following: 


1976 1975 
Accumulated Net book Net book 
Cost depreciation value value 
Production and related 
GGuipment 2.0... $ 824,764 $128,082 $ 696,682 $371,370 
AUIOMOUVEe EQUIDMENL .....-.......- 441,708 211,080 230,628 155,333 
Mental CQUIDIMenL. 60... a ee 185,093 62,053 123,040 84,304 
Furniture, fixtures and 
leasehold improvements........... 139,134 103,946 35,188 46,426 
OUI 213,611 83,580 130,031 68,079 
$1,804,310 $588,741 $1,215,569 $725,512 
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. Bank indebtedness: 


Bank indebtedness, both current and long-term, is secured by certain producing oil and gas properties, a 
general assignment of accounts receivable, a floating charge debenture in the amount of $300,000 and the 
Company's share in Jagor Resources Ltd. 


Long-term debt: 
(a) Bank loans — 


The long-term bank loans are evidenced by demand notes and bear interest at 9/4% to 1-'/2% above 
prime rates. The present terms of repayment of these loans extend up to 1981 and require principal 
instalments amounting to $198,444 annually, however the bank reserves the right to call these loans on 
demand, 


9% Series “A” Convertible Debentures — 


The Debentures are convertible into common shares of the Company at a price of 62- ‘log per share up 
io and including December 14, 1976 and thereafter at a price of 75¢ per share to maturity on December 
15, 1977. The Debentures would be automatically converted to common stock should the market price 
of the stock on the Toronto Stock Exchange be, for a period of ninety consecutive days, above twice the 
highest conversion price in effect during that period. The Debentures are secured by a floating charge 
on the assets of the Company and a specific charge on its producing oil and gas properties subject to 
permitted encumbrances not exceeding $800,000 and onits shares of International Drilling Fluids (U.K.) 
Limited (a 50% owned company). 

Under the terms of the Debentures, the Company is required to have working capital of atleast $400,000 
or the Debentures become immediately due and payable. This requirement was waived by the 
Debenture holders for the period October 31, 1975 to April 30, 1976 and the Company has recently 
reached an agreement with the Debenture holders which eliminates this working capital requirement. 


s 


(c) Other secured liabilities consist of various finance contracts covering certain equipment purchases. The 


contracts are being retired by monthly payments of principal and oe over various periods notin - 
excess of three years. 


(d) Amounts to be repaid during the years ending October 31 are (prior to the subsequent event noted in 


Note 15): 1977 — $326,458; 1978 — $917,390; 1979 — $198,444; 1980 — $165,444 and 1981 — 
2Or 192. 


. Minority interest: 


The interest of the minority shareholders in Jagor Resources Ltd. has been eliminated by their share of 
losses incurred. All Jagor losses now accrue to the Company, and total losses of $21,000 (approximately) 
remain to be recovered before any credit to minority interest shareholders would result. 


. Income taxes: 


{a) The Company and its subsidiaries follow the tax allocation method of accounting for income taxes 
whereby the income tax provision is based on operations reported in the accounts. Under this method 
the companies provide for taxes deferred as a result of claiming tax deductions in excess of related 
amounts charged to operations. Where there are accounting losses the companies have accumulated 
amounts charged to earnings in exess of the related amounts claimed for tax purposes and the future 


benefits of these available deductions for tax purposes can only be recognized if their realization is 
virtually assured when the losses arise. 


& 


The statement of operations and deficit shows a provision for income taxes of $318,321 in relation to 
income of $606,160. This tax expense exceeds the normal expected tax expense due to the fact that the 
income statement reflects losses of subsidiaries in excess of non-taxable income. 


10. 


17, 


12, 


(c) At October 31, 1976, the deferred tax credit shown in the balance sheet represents the taxes deferred by 


certain companies in the group. No provision has been made for future benefits which may arise with — 


respect to the remaining balance of amounts charged to operations in excess of related deductions for 
tax purposes amounting to approximately $730,000 at October 31, 1976. In addition, one of the 


subsidiaries has a tax loss carry forward of approximately $110,000 which expires in 1981, for which no 
future benefit has been provided due to the absence of virtual certainty of realization. 


Capital stock: 
(a) The changes in issued share capital are summarized below: 


1976 1975 
Number of Share Number of Share 
shares capital shares capital 
Balance, beginning of year .......... 5,075,839 $5,141,901 4,528,623 $4,862,960 
Issued as partial consideration 
for acquisition of subsidiary ........ os —_ 402//4 .. | 201,387 
Issued on conversion of 
Series “A” Debentures ............ — — 100,000 50,000 
Issued upon exercise of 
SOCK ODU0NS =... 2,000 1,000 — — 
Issued in payment of 
employee bDonuses................ — ~ 44,442 27,554 


5,077,639 $5,142,901 5,075,839 $5,141,901 


(6b) As at October 31, 1976 the Company had reserved a total of 1,216,750 of its authorized but unissued 
shares as follows: 
(i) 203,950 shares under an Employees’ Stock Option Plan 
(ii) 1,012,800 shares to provide for the conversion privilege under the terms of the Series “A” Converti- 
ble Debentures of the Company. 


Employee stock options to purchase 193,650 shares were outstanding at year end, including 57,300 to 
officers and directors. All of the options are at a price of 50¢ per share, are exercisable at the rate of 20% per 
year and expire on December 14, 1980. 


Remuneration of directors and officers: 

Remuneration of directors and officers for the year ended October 31, 1976 aggregated $184,253 (1975 — 
$172,850). 

Earnings per share: 

Earnings per share have been calculated using the weighted average number of shares outstanding during 
the period. 


. Commitments and contingencies: 


(a) The Company and various of its subsidiaries have entered into lease agreements for premises at annual 
rentals approximating $80,000 as at October 31, 1976 and for various terms extending up to 1981. 


(b) The Company is a defendant in a lawsuit claiming $185,000 plus interest and costs. The lawsuitis being 
contested by the Company and a counterclaim has been filed. 


(c) The Company has guaranteed the bank indebtedness of International Drilling Fluids (U.K.) Limited (a 
50% owned company) to the extent of 50% of £1,200,000 for a six-month term from December 16, 1976. 
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14. Subsidiaries and 50% owned companies: 
All the subsidiaries of the Company have been consolidated and they are as foliows: 


Bonaventure Petroleums Ltd. (Note a) 

Jagor Resources Ltd. (63% owned) 
International Drilling Fluids Ltd. 

International Drilling Fluids U.S. Inc. 

Oilind Safety Engineering Inc. 

Oilind Safety Engineering Ltd. 

Trans-Canada Resources (Bahamas) Limited 
Trans-Canada Resources B.V. 
Trans-Canada Resources (U.K.) Limited 


(a) Bonaventure Petroleums Ltd. entered into voluntary liquidation effective September 30, 1976. The 
results of its operations are included in the consolidated statements to September 30, 1976 at which 
time its assets, liabilities and operations were assumed by the Company. 


The 50% owned companies that have been accounted for by the equity method all have a September 30 
year-end and consist of the following: 


International Drilling Fluids (Bermuda) Limited 
International Drilling Fluids Espana, S.A. 
international Drilling Fluids (Netherlands) B.V. 
international Drilling Fluids (U.K.) Limited 
Oilind Safety Engineering (Intl.) Ltd. (Note b) 


(b) Oilind Safety Engineering (intl.) Ltd. was sold effective July 29, 1976. The results of its operations to that 
date are included in the share of earnings of 50% owned companies shown in the statement of 
operations and deficit. 


15. Subsequent event: 


With effect from November 15, 1976, the Company reached agreement with the debenture holders whereby 
the original security terms and the working capital restrictions were cancelled and the bank issued 
irrevocable letters of credit by way of guarantee to the debenture holders. In addition the maturity date was 
cnanged to December 15, 1978 with an option to the holders to call for payment on 60 days notice during the 
year then ended. The conversion privilege was also extended to December 15, 1978. 


AUDITORS’ REPORT 


To the Shareholders of 
Trans-Canada Resources Ltd. 


We have examined the consolidated balance sheet of Trans-Canada Resources Ltd. as at October 31, 1976 and the consolidated 
statements of operations and deficit and changes in financial position for the year then ended. Our examination of the financial statements of 
Trans-Canada Resources Ltd, and those subsidiaries of which we are the auditors was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. We have relied on 
the reports of other auditors who have examined the financial statements of other subsidiaries and 50% owned companies. 


'n our opinion these consolidated financial statements present fairly the financial position of the Company as at October 31, 1976 and 
the results of its operations and the changes in its financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year after giving retroactive effect to the change in accounting 
for research and development costs, as described in Note 2 to the financial statements. 


_ In accordance with Section 212 of the British Columbia Companies Act we report that, in our opinion, due provision has been made for 
minority interests. 


Calgary, Alberta ee 

December 23, 1976 be eee Za. cv 

except as to Note 15 as to eae e : Ce. 
which the date is January 24, 1977 Chartered Accountants 


FIVE YEAR FINANCIAL AND OPERATING REVIEW 


1976 1975 1974 1973 1972 
Revenue: 
Sales and other .. Sip EES Saath SP Geka ie aa $7,381,344 5,087,985 7,780,712 5,220,265 5,025,075 
Oil and gas production revenues after royalties....... 612,461 565,547 427,371 323,343 209,009 
7,993,805 BIO5S,002 8,208,083 5,543,608 5,234,084 
Costs and expenses: 
Cost of sales peeve Ho ble nuh lb ae Oey oeN Oreste 5,350,484 3,963,830 5,677,353 4,418,031 4,012,572 
Administration, selling and general.................. 1,426,367 1,056,842 1,898,081 1,245,253 1,134,160 
Interest Pee es en ee Serer ate 263,979 213,462 204,262 187,122 111,393 
Depreciation, depletion and amortization............. 419,323 342,642 286,947 246,810 182,607 
Mineral properties written off ....................... 25,937 70,690 — 37,174 1,483,945 
7,486,090 5,647,466 8,066,643 6,134,390 6,924,677 
507,715 6,066 141,440 (590,782) (1,690,593) 
Other income (expenses): 
(Loss) from discontinued operations................. a — — (196,517) = 
Gainn(loss)ronvassetdisposalsimuenn ase ee sees Saiz (119,436) 59,428 1,147 3,842 
Share of earnings (losses) of 50% 

OWNECECOMPANICSmanmner eee mice a eerie: 90,272 (35,235) 64,252 48,026 = 
Minority interests in (earnings) losses ............... — 4,630 37,201 16,861 — 
IMC OMMEMAXCS Heemepepaerge erent aces ase creda ans fuel ie cise see (318,321) (82,762) (220,070) (30,724) 84,000 

Net earnings before extraordinary items ............... 287,839 (226,737) 82,251 (751,989) (1,602,751) 
EXtraOrcineahv@ltMSpmmmceseer tari tor ecicheasis acmicrusn Sita 282,429 — 944,971 == = 
Nev Carmine (oss) (U(2) cagcososenccanenosessneeoc $ 570,268 (226,737) 1,027,222 (751,989) (1,602,751) 
PHEUPELIETREY aco ote oot dose cco s GH UAe Reema RRR $ alll (.05) :23 (.24) (.61) 
CEN TONE s 0.6:0:0-cihn ci’o0.0-0 6 UE eee $ 911,623 360,702 376,114 (286,375) (20,199) 
GashmlowspenSharemereriertti ote wc kdwk ae cocrar oma $ 18 .08 .08 (.09) (.01) 
BALANCE SHEET DATA: 
Workingicapitali(deficichcy)manmen ates: eek een con: $ 316,683 7,242 132,694 229,599 (877,920) 
Investment in 50% owned companies ............... $1,256,144 1,325,481 1,249,101 56,919 — 
WapitalkaSSClSt——sn Cl mews mame seis e csierh wraveere aust $3,473,138 3,006,373 2,702,860 2,133,239 2,251,863 
Fongitenmumcdeb tae tatae ican cn acs a5. Ae a eects $1,369,070 IRSOT7So 1,202,975 1,527,446 491,032 
Shrarenolcdersig eq Uityeaaewerrer eter ahs ces aretcnsyeyecn es $4,087,119 3,515,851 3,463,647 1,983,561 1,310,130 
== (DE) SHENG GUAKEEINEMEl os occesannonocagouduodgon $ 80 .69 76 .48 .50 
COMMON STOCK: 
SHAVES CUGETCINS! co onocs onada oom coumoonane se moe 5,077,839 5,075,839 4,528,623 4,113,738 2,643,317 
Share trading range: 
Quarter ending: Jan. 31 April 30 July 31 Oct. 31 
TOS Tale hvcw.s 4 eotroo-c ors ee Soe cetera state 3 LAS) $ .76 $ .82 $ .76 
[HO 5 ocak SRO Rea he RE RCE ee: 45 .60 .60 58 
OR UbT il eweumttatoey vet esata neta -c rebates eres wb agen she! 83 .69 58 
== [LOWY 5 ofo.nls b.acio oe RO .39 Lay 51 43 
GROSS PRODUCT SALES (3) 
Crude oil: 

SAleSe—aDAlre|S aeeaenys themiere seusin aca em ann we wha Tes 98,480 97,400 138,600 127,150 103,000 

Saless— barrels pemday mac cesccm see ice cisions 269 267 380 348 282 

Price per barrel before royalty .................0.. $8.12 $7.15 $5.02 $3.09 $2.47 
Natural gas: 

Salest— VG Rae eeneriteerieectisecthis sis n.d die einiavtteleners 60,233 66,937 — — — 

Sales aM Crspe id ayanee eter aries onaciewis sorae ans 165 183 — — — 

Priceipen MCE before royalty seen cessueree esses ne $ .96 $ .62 — = — 

RESERVES — GROSS (4) 
@iMR(MEO DISS) Renrener neta cise ais sro sace scarsaraa at asapaua’s 1,884 Sjos2 9,490 7,640 6,835 
Cas (MIMO) coos Chosieooununoded eo ccomeeeemigs 9,300 12,300 11,250 10,000 -- 
LAND HOLDINGS: 
GTOSSEACTC SI nee CEA eee ree eyes) unre sxereuenehatiunnae 1,853,023 2,361,043 10,619,101 10,144,904 5,262,823 
INGHRACKC SMP MR REI cece ica: «sii ccvovsnanss site) ate esau 63,032 67,274 409,267 361,137 151,999 
NWIMBIS 2] Ole IE MIRONAEIES). c cnoconnunsconnocgedaunn: 104 79 74 87 57 


Notes to Five Year Review 


1. The policy of currently expensing research and development costs was retroactively adopted in 1976 and prior years have been 
restated accordingly. 

2. Effective August 2, 1974 the Company's interest in two subsidiary companies was reduced to 50%, The 1974 figures consolidate results 
of these companies to July 31 at which time the equity method of accounting was adopted. 

3. Gross volumes (rather than net which would provide a deduction for royalties) are reported to facilitate comparisons which would 
otherwise be distorted by changes in basic royalty rates and supplementary royalties which vary with sales prices. 

4. Includes proven and probable additional reserves before deducting royalties and excludes minority interests in subsidiary companies. 
No estimated reserves included for U.K. North Sea Block 3/7. 
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TO THE SHAREHOLDERS: 


Oil and gas drilling activity, both in well completions 
and footage, will almost certainly set records for 
Canada during 1976. The Company’s service industry 
operations have kept pace with this level of activity, 
and we expect record sales and earnings from these 
divisions. 


OPERATIONS 
Natural Resources Division 


During the first half of the fiscal year, the Company 
participated in only three wells, all of which were 
completed as oil wells. The two completions in 
Alberta at Wayne-Rosedale have initial production 
rates of 70 B.O.P.D. This field extension program will 
continue during the remainder of the year. The oil 
discovery in Beichle County, Colorado will be 
followed up when land title problems are solved. Gas 
sales commenced from the Bindloss area early in 
June. 


A more active drilling program has been planned for 
the second half of the year when gas development 
programs will commence. In addition, commitments 
have been made to participate in selected gas ex- 
ploratory tests. 


The Chevron operated test well on Block 3/7 in the 
U.K. North Sea has now reached a total depth of 12,- 
873 feet, and testing has commenced. There is every 
indication that the well has confirmed the 
seismograph interpretation, and that test results will 
prove the well to be a commercial oil discovery. It is 
anticipated that the operator will drill a second ex- 
ploratory well in the Block late this summer. Under 
the farmout agreement terms, the second test will 
again be drilled at no cost to your Company. 


Service Industries Division 


International Drilling Fluids operations continued at 
record levels during the second quarter of our fiscal 
year. While second half revenues are historically 
lower, due to the seasonal nature of drilling in 
Western Canada, we expect activity to continue at a 
level considerably above previous years. Field 
operations have commenced in the United States, 
and the second half of the year should see a sales 
level achieved which will permit profitable results. 


While the operations of the 50% owned companies 
in I.D.F. International are maintaining sales levels, 
heavy operating expenses have resulted in local 
currency earnings below those of the previous year. 


The Oilind companies, both in Canada and the 
United States, achieved record sales and earnings. An 
increasing awareness of the need for adequate safety 
precautions, particularly in the United States, should 
enable these companies to continue to grow. 


The Con-Serve division (environmental controls) has 
commenced field operations and a substantial 
volume of orders has been received. We are op- 
timistic as to the future of this new division. 


FINANCIAL 


Net income for the period was $578,964 compared to 
$271,748 for the previous year. The previous year’s 
figures include a loss on sale of assets of $102,305 
while a small gain is recorded in the current year. 


Revenues for the six months were $4,160,760, an in- 
crease of $1,255,028 over the previous year. Service 
industry sales increased 43% and oil and gas 
revenues increased 36%. 


Funds provided by operations were $764,557, an in- 
crease of $474,773 over the previous year. Working 
capital increased by $537,091 and totalled $544,333 at 
the end of the period. 


While all established operations produced better 
results than the previous year, 1.D.F. domestic and 
the Oilind companies account for the substantial im- 
provement in sales and earnings. 


Our share of earnings of 50% owned companies is 
substantially lower than that reported for the same 
period of the previous year. This is a combination of 
lower earnings in local currencies which are reduced 
further by foreign exchange losses. These losses 
result from the continuing decline in the value of 
local currencies, particularly the U.K. pound, in rela- 
tion to the Canadian dollar. In the previous year, 
such losses did not become significant until the last 
half of the year. 


While results for the second half of our fiscal year are 
not expected to match those achieved to date, we do 
expect to add to our earnings total by year end and 
thus improve on second half performances recorded 
in previous years. 


Yours very truly, 


Vt Viale: ae B 


B. A. Macdonald 
President 
June 11, 1976. 
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